
Docket No. 16-0093
AG Intitial Brief
Schedule 1.01 - ZN (Rev.)

Illinois-American Water Company
Zone 1

Statement of Operating Income with Adjustments
For the Test Year Ending  December 31, 2017

Co SR (Rev.) Company
Pro Forma Proposed Gross Proposed Adjustment

Present Pro Forma Increase Revenue Rates With To Pro Forma
Line (IAWC Ex 4.01SR Adjustments Present (IAWC Ex 4.01SR Conversion Adjustments Proposed Proposed
No. Description (Rev.), Col (d) (AG IB Sch. 1.02) (Cols. b+c) (Rev.) col e+f+g Factor (Cols. d+e+f) Increase (Cols. g+h)

(a) (b) (c) (d) (e) (f) (g) (h) (i)

1 Base Rates Revenue $ 200,802,650 $ - $ 200,802,650 $ 36,067,268 $ (1) $ 236,869,917 $ (19,984,175) 216,885,742
2 Other Revenue 635,277 148,720 783,997 - - 783,997 - 783,997
3 Total Operating Revenue 201,437,927 148,720 201,586,647 36,067,268 (1) 237,653,914 (19,984,175) 217,669,739

4 Uncollectible Accounts 2,190,388 - 2,190,388 342,639 - 2,533,027 (189,850) 2,343,177
5 Salaries and Wages 21,846,303 (1,287,728) 20,558,575 - - 20,558,575 - 20,558,575
6 Purchased Water - - - - - - - -
7 Fuel and Power 5,812,108 (184,514) 5,627,594 - - 5,627,594 - 5,627,594
8 Chemicals 6,534,470 - 6,534,470 - - 6,534,470 - 6,534,470
9 Waste Disposal 1,036,322 - 1,036,322 - - 1,036,322 - 1,036,322

10 Service Company Costs 18,580,397 (82,409) 18,497,988 - - 18,497,988 - 18,497,988
11 Group Insurance 4,911,152 (117,967) 4,793,185 - - 4,793,185 - 4,793,185
12 Pension 1,856,091 - 1,856,091 - - 1,856,091 - 1,856,091
13 Regulatory Expense 1,245,252 - 1,245,252 - - 1,245,252 - 1,245,252
14 Insuarance - other 3,385,969 - 3,385,969 - - 3,385,969 - 3,385,969
15 Customer Accounting 2,428,280 - 2,428,280 - - 2,428,280 - 2,428,280
16 Rents 279,626 - 279,626 - - 279,626 - 279,626
17 General Office Expense 518,675 - 518,675 - - 518,675 - 518,675
18 Maintenance - other 6,494,024 - 6,494,024 - - 6,494,024 - 6,494,024
19 Miscellaneous 10,216,298 - 10,216,298 - - 10,216,298 - 10,216,298
20 Depreciation & Amortization 46,359,621 - 46,359,621 - - 46,359,621 - 46,359,621
21 Taxes other than income 13,202,526 (97,677) 13,104,849 - - 13,104,849 - 13,104,849
22 Total Operating Expense
23      Before Income Taxes 146,897,502 (1,770,295) 145,127,207 342,639 - 145,469,846 (189,850) 145,279,996

- -
24 State Income Tax 2,457,028 163,543 2,620,571 2,768,668 - 5,389,239 (1,534,060) 3,855,179
25 Federal Income Tax 6,109,944 681,339 6,791,283 11,534,601 - 18,325,884 (6,391,093) 11,934,791
26 Deferred Taxes and ITCs Net 5,140,044 - 5,140,044 - - 5,140,044 - 5,140,044
27 Total Operating Expenses 160,604,518 (925,413) 159,679,105 14,645,908 - 174,325,013 (8,115,003) 166,210,010

28 NET OPERATING INCOME $ 40,833,409 $ 1,074,133 $ 41,907,542 $ 21,421,360 $ (1) $ 63,328,901 $ (11,869,172) 51,459,729

29 Rate Base (AG IB, Schedule 1.03 ZN, Column (d)) 779,692,871
30 Staff Overall Rate of Return (ICC Staff Exhibit 12.0, Schedule 12.01) 6.60%

31 Revenue Change (Col. (i) Line 3 minus Col. (d), Line 3) 16,083,092
32 Percentage Revenue Change (Col. (i), Line 31 divided by Col. (d), Line 3) 7.98%
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AG Intitial Brief
Schedule 1.02 - ZN (Rev.)

Illinois-American Water Company
Zone 1

Adjustments to Operating Income
For the Test Year Ending  December 31, 2017

Total
Interest Purchased Debt Return Demand Operating

Line Synchronization Payroll Exp APP Power Pension Asset Study Statement
No. Description (AG IB Sch 1.06 ) AG IB Sch C-2 p 1) (AG IB Sch C-3) (AG IB Sch C-5) (AG IB Sch C-10) (AG IB Sch C-11) (Not Applicable) Adjustments

(a) (b) (c) (d) (e) (f) (g) (h) (i)

1 Base Rates Revenue $ - $ - $ - $ - $ - $ - $ - $ -
2 Other Revenue - - - - 148,720 - - 148,720
3 Total Operating Revenue - - - - 148,720 - - 148,720

4 Uncollectible Accounts - - - - - - - -
5 Salaries and Wages - (733,904) (553,824) - - - - (1,287,728)
6 Purchased Water - - - - - - - -
7 Fuel and Power - - - (184,514) - - - (184,514)
8 Chemicals - - - - - - - -
9 Waste Disposal - - - - - - - -

10 Service Company Costs - - (24,368) - - (58,041) - (82,409)
11 Group Insurance - (117,967) - - - - - (117,967)
12 Pension - - - - - - - -
13 Regulatory Expense - - - - - - - -
14 Insuarance - other - - - - - - - -
15 Customer Accounting - - - - - - - -
16 Rents - - - - - - - -
17 General Office Expense - - - - - - - -
18 Maintenance - other - - - - - - - -
19 Miscellaneous - - - - - - - -
20 Depreciation & Amortization - - - - - - - -
21 Taxes other than income - (53,445) (44,232) - - - - (97,677)
22 Total Operating Expense
23      Before Income Taxes - (905,316) (622,424) (184,514) - (58,041) - (1,770,295)

-
24 State Income Tax 14,819 70,162 48,238 14,300 11,526 4,498 - 163,543
25 Federal Income Tax 61,737 292,304 200,965 59,575 48,018 18,740 - 681,339
26 Deferred Taxes and ITCs Net - - - - - - - -
27 Total Operating Expenses 76,556 (542,850) (373,221) (110,639) 59,544 (34,803) - (925,413)

28 NET OPERATING INCOME $ (76,556) $ 542,850 $ 373,221 $ 110,639 $ 89,176 $ 34,803 $ - $ 1,074,133
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Schedule 1.03 - ZN (Rev.)

Illinois-American Water Company
Zone 1

Rate Base
For the Test Year Ending  December 31, 2017

Company
Pro Forma Pro Forma

Line Rate Base Adjustments Rate Base
No. Description (IAWC Ex. 4.03SR(Rev)) (Sch 1.04 ZN) (Col. b+c)

(a) (b) (c) (d)

1 Utility Plant in Service $ 1,527,485,897 $ (451,661) $ 1,527,034,236
2 Less: Accum. Depreciation & Amort. (494,476,730) - (494,476,730)
3 - - -
4 Net Plant 1,033,009,167 (451,661) 1,032,557,506

5 Additions to Rate Base
6 Construction Work in Progress 7,055,134 - 7,055,134
7 Utility Plant Acquisition Adjustment - DuPage 35,107 - 35,107
8 Cash Working Capital 2,950,000 (1,005,000) 1,945,000
9 Materials and Supplies 3,773,605 - 3,773,605

10 Deferred Charges 11,717,412 - 11,717,412
11 FAS 109 Reg. Asset - Net of Liability (889,187) - (889,187)
12 ICC Service Company Audit Costs 97,548 - 97,548
13

14 Deductions From Rate Base
15 Customer Advances for Construction (52,051,759) - (52,051,759)
16 Contributions in Aid of Construction (136,071,437) - (136,071,437)
17 Accum. Depr. on Contributed Property 49,690,489 - 49,690,489
18 Budget Payment Plan (2,186) - (2,186)
19 Deferred Federal Income Tax (119,945,700) - (119,945,700)
20 Deferred State Income Tax (13,689,817) - (13,689,817)
20 Investment Tax Credit - pre 1971 (855) - (855)
21 OPEB Liability (1,612,402) - (1,612,402)
22 FIN 48 - (2,915,587) (2,915,587)

23 Rate Base $ 784,065,119 $ (4,372,248) $ 779,692,871
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Schedule 9.04 ZN (Rev.)

Illinois-American Water Company
Zone 1

Adjustments to Rate Base
For the Test Year Ending  December 31, 2017

Cash
Working Total

Line Capital FIN 48 Payroll Exp Rate Base
No. Description (AG IB Sch 1.08) (AG IB Sch B-2) (AG IB Sch C-2 p 2) (Not Applicable) (Not Applicable) (Not Applicable) (Not Applicable) Adjustments

(a) (b) (c) (d) (e) (f) (g) (h) (i)

1 Utility Plant in Service $ - $ - $ (451,661) $ - $ - $ - $ - $ (451,661)
2 Less: Accum. Depreciation & Amort. - - - - - - - -
3 - - - - - - - -
4 Net Plant - - (451,661) - - - - (451,661)

5 Additions to Rate Base
6 Construction Work in Progress - - - - - - - -
7 Utility Plant Acquisition Adjustment - DuPage - - - - - - - -
8 Cash Working Capital (1,005,000) - - - - - - (1,005,000)
9 Materials and Supplies - - - - - - - -

10 Deferred Charges - - - - - - - -
11 FAS 109 Reg. Asset - Net of Liability - - - - - - - -
12 ICC Service Company Audit Costs - - - - - - - -
13

14 Deductions From Rate Base - - - - - - - -
15 Customer Advances for Construction - - - - - - - -
16 Contributions in Aid of Construction - - - - - - - -
17 Accum. Depr. on Contributed Property - - - - - - - -
18 Budget Payment Plan - - - - - - - -
19 Deferred Federal Income Tax - - - - - - - -
20 Deferred State Income Tax - - - - - - - -
20 Investment Tax Credit - pre 1971 - - - - - - -
21 OPEB Liability - - - - - -
22 FIN 48 - (2,915,587) - - - - - (2,915,587)

23 Rate Base $ (1,005,000) $ (2,915,587) $ (451,661) $ - $ - $ - $ - $ (4,372,248)
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Illinois-American Water Company
Zone 1

Revenue Effect of Adjustments
For the Test Year Ending  December 31, 2017

Line Adjusted
No. Description Per Company Adjustments Balance

(a) (b) (c) (d)

1 Present Revenues $ 201,437,927 (1) $ 148,720 $ 201,586,647 (2)

2 Company Proposed Increase
Direct $ 42,086,695 (6)

Rebuttal (Rev.) (2,764,472) (7)

Surrebuttal (Rev.) (3,254,955) (8) 36,067,268 (3) (19,984,176) (4) 16,083,092 (5)

3 Proposed Revenues $ 237,505,195 $ (19,835,456) $ 217,669,739
4 % Increase 17.90% 7.98%

5 Adjustments:
6 Rate of Return (Applied to Company Rate Base) (17,689,809)
7
8 Payroll Expense (956,273)
9 APP (628,394)
10 FIN 48 (272,881)
11 Purchased Power Expense (186,284)
12 Debt Return on Pension Asset (150,146)
13 Cash Working Capital (94,062)
14 Demand Study Costs (58,598)
15 Gross Revenue Conversion Factor (1)
16 Interest Synchronization 52,249
17
18 Rounding 22
19
20 Total Revenue Effect of Adjustments $ (19,984,177)

Sources:
(1) AG IB, Schedule 1.01 ZN, column (b), line 3
(2) AG IB, Schedule 1.01 ZN, column (d), line 3
(3) IAWC Exhibit 4.01SR (Rev.) Line 32
(4) AG IB, Schedule 1.01 ZN, columns (f) + (h), line 3
(5) AG IB, Schedule 1.01 ZN, column (j), line 32
(6) IAWC Exhibit 4.01, line 3
(7) IAWC Exhibit 4.01R (Rev.), columns (f) + (g), line 3
(8) IAWC Exhibit 4.01SR (Rev.) column (h), line 1
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Schedule 1.06 - ZN (Rev.)

Illinois-American Water Company
Zone 1

Interest Synchronization Adjustment
For the Test Year Ending  December 31, 2017

Line
No. Description Amount

(a) (b)

1 Rate Base $ 779,692,871 (1)

2 Weighted Cost of Debt 2.58% (2)

3 Synchronized Interest 20,116,076

4 Company Interest Expense 20,307,287 (3)

5 Increase (Decrease) in Interest Expense (191,211)

6 Increase (Decrease) in State Income Tax Expense
7      at 7.750% $ 14,819

8 Increase (Decrease) in Federal Income Tax Expense
9      at 35.000% $ 61,737

(1) Source:  AG IB, Schedule 1.03 - ZN, Column (d).
(2) Source:  ICC Staff Exhibit 12.0, Schedule 12.01.
(3) Source:  IAWC Ex. 4.05SR(Rev), p. 2, Ln. 3
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Illinois-American Water Company
Zone 1

Gross Revenue Conversion Factor
For the Test Year Ending  December 31, 2017

Line With Without
No. Description Rate Bad Debts Bad Debts

(a) (b) (c) (d)

1 Revenues 1.000000

2 Uncollectibles 0.9500% 0.009500
3 State Taxable Income 0.990500 1.000000

4 State Income Tax 7.7500% 0.076764 0.077500
5 Federal Taxable Income 0.913736 0.922500

6 Federal Income Tax 35.0000% 0.319808 0.322875

7 Operating Income 0.593928 0.599625

8 Gross Revenue Conversion Factor (Line 1 / Line 7) 1.683706 1.667709
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Illinois-American Water Company
Zone 1

Cash Working Capital Adjustment
For the Test Year Ending  December 31, 2017

Average Daily Cash
Line Amount Expense Requirement
No. Item Amount  (1) (C)/365 (Lead)/Lag  (2) (D)*(E) Source
(A) (B) (C) (D) (E) (F) (G)

1 Revenue $ 247,471,788 Sch. 1.01 ZN, line 3
2 Return on Equity (31,187,715) Sch. 1.08 ZN, p. 2, line 13
3 Deferred Taxes (5,140,044)
4 Uncollectible Accounts (2,343,177)
5 Total Depr/Amortization (47,604,873) Sch. 1.08 ZN, p.2, line 7

6
7 Net Revenues/Total Receipts $ 161,195,979 $ 441,633 49.10 $ 21,684,171
8
9 Salaries and Wages $ 20,558,575 56,325 (11.90) (670,266)
10 Purchased Water 29,802,049 81,649 (56.10) (4,580,534) Co. Sch. C-2.3
11 Fuel and power 5,627,594 15,418 (34.20) (527,298)
12 Chemicals 6,534,470 17,903 (44.60) (798,459)
13 Waste disposal 1,036,322 2,839 (57.40) (162,972)
14 Service Company Costs 18,497,988 50,679 7.70 390,232
15 Group insurance 4,793,185 13,132 (9.70) (127,381)
16 Pension 1,856,091 5,085 (7.80) (39,664)
17 Insurance - other 3,385,969 9,277 101.40 940,650
18 Customer accounting 2,428,280 6,653 (47.70) (317,340)
19 Rents 279,626 766 11.70 8,963
20 General office expense 518,675 1,421 (45.50) (64,657)
21 Maintenance - other 6,494,024 17,792 (52.20) (928,734)
22 Miscellaneous 10,216,298 27,990 (41.70) (1,167,177)
23 - -
24
25    Total O&M Expenses $ 112,029,146 (8,044,636)
26
27 Taxes other than income 13,104,849 35,904 (147.50) (5,295,795)
28 Federal Income Tax - Current 11,934,791 32,698 (35.50) (1,160,781)
29 State Income Tax - Current 3,855,179 10,562 (35.50) (374,956)
30 Deferred Income Taxes - - - -
31 Interest Expense 20,116,076 55,113 (88.20) (4,860,926) Sch. 1.06 ZN, line 3
32
33 Subtotal Other Expenses $ 49,010,895 (11,692,458)
34 Total Outlays $ 161,040,041 (155,938) Line 25 + line 33
35      Total Cash Working Capital Requirement $ 1,947,077 Line 7 + Line 25 + Line 33
36
37 Cash Working Capital (Rounded to nearest $1,000) $ 1,947,000 Line 35
38 Cash Working Capital per Company 2,950,000 IAWC Ex. 4.03SR (Rev.)
39
40 Adjustment $ (1,003,000)

Source:
(1) AG IB, Schedule 1.01 ZN, page 1, except where noted.
(2) IAWC Schedule B-8, except where noted.
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Illinois-American Water Company
Zone 1

Cash Working Capital Adjustment
For the Test Year Ending  December 31, 2017

Line
No. Item Amount Source
(A) (B) (C) (D)

1 Total operating revenue $ 217,669,739 Sch. 1.01 ZN, line 3, column (i)
2 Surcharge revenue 29,802,049 Co. Sch. C-2.3
3 Total revenue $ 247,471,788 Line 1 + Line 2

4 Depr/amortization per Income Statement $ 46,359,621 Sch. 1.01 ZN, line 20, column (i)
5 Add:  Amortization of rate case expense 1,245,252 Sch. 1.01 ZN, line 13, column (i)
6 Add:  Reclassify amortization of tank painting - Co. Sch. C-2.4, line 6
7 Total depr/amortization for CWC $ 47,604,873 Sum of lines 4 through 6

8 Total Rate Base $ 779,692,871 Sch. 1.03 ZN, line 23, column (i)
9  Weighted Cost of Equity 4.0000% Staff Ex. 12.0, Schedule 12.01
10 Return on equity deduction from revenue $ 31,187,715 Line 11 * Line 12
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